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GOVERNMENTAL AUDIT QUALITY CENTER

Independent Auditors' Report

The Board of Trustees of
Coastal Carolina University
Conway, South Carolina

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities and the discretely
presented component units of Coastal Carolina University, a component unit of the State of South Carolina,
as of and for the year ended June 30, 2019, and the related notes to the financial statements, which
collectively comprise the University's basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We did not
audit the financial statements of the Coastal Educational Foundation, Coastal Carolina University Student
Housing Foundation, and Chanticleer Athletic Foundation, which represent 100 percent of the discretely
presented component units presented in the financial statements. Those statements were audited by other
auditors whose reports have been furnished to us, and our opinion, insofar as it relates to the amounts
included for these discretely presented component units, are based solely on the reports of other auditors.
We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatements. The financial statements of the Coastal Educational Foundation, Coastal Carolina
University Student Housing Foundation, and Chanticleer Athletic Foundation were not audited in
accordance with Government Auditing Standards.
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An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the University’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

Opinion

In our opinion, based on our audit and reports of other auditors, the financial statements referred to above
present fairly, in all material respects, the respective financial position of the business-type activities and
the discretely presented component units of Coastal Carolina University as of June 30, 2019, and the
respective changes in financial position, and where applicable, cash flows thereof for the year then ended
in accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management'’s
Discussion and Analysis, the Schedule of the University’s Proportionate Share of the Net Pension Liability,
the Schedule of the University’s Pension Contributions, the Schedule of the University’s Proportionate
Share of the Net OPEB liability, and the Schedule of the University’'s OPEB Contributions as listed in the
table of contents be presented to supplement the basic financial statements. Such information, although
not a part of the basic financial statements, is required by the Governmental Accounting Standards Board,
who considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our inquiries,
the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.
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Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the Coastal Carolina University’s basic financial statements. The Schedule Reconciling the State
Appropriation per the Financial Statements to the State Appropriation Recorded in the State Accounting
Records and the Schedule of Tuition Fees are presented for purposes of additional analysis as required by
the Office of the South Carolina Comptroller General and are not a required part of the basic financial
statements.

Such information is the responsibility of management and were derived from and relate directly to the
underlying accounting and other records used to prepare the basic financial statements. The information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the Schedule Reconciling the State
Appropriation per the Financial Statements to the State Appropriation Recorded in the State Accounting
Records and the Schedule of Tuition Fee are fairly stated in all material respects in relation to the basic
financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 7, 2019,
on our consideration of Coastal Carolina University's internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and
other matters. The purpose of that report is solely to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the College’s on internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in considering
the University's internal control over financial reporting and compliance.

Lo AN V220 4

Gaffney, SC
October 7, 2019
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Coastal Carolina University
Management’s Discussion and Analysis

Introduction

Coastal Carolina University (the University) is pleased to present its financial report for the year
ending June 30, 2019. The Management’s Discussion and Analysis is intended to be read in
conjunction with the accompanying financial statements and notes and offers an overview of the
University’s financial activities and condition for the year. Comparative information is included
but current year data and material changes are the emphasis. This section includes presently known
facts, decisions and conditions affecting the financial affairs of the University.

Using the Annual Financial Report

The University’s financial statements are prepared in accordance with generally accepted
accounting principles as prescribed by the Governmental Accounting Standards Board (GASB).
In accordance with GASB Statement No. 35, Basic Financial Statements — and Management’s
Discussion and Analysis — for Public Colleges and Universities, the University presents its
financial statements in a business-type activity single column format. Furthermore, the University
is a component unit of the State of South Carolina and an integral part of the State’s Comprehensive
Annual Financial Report.

The University’s financial statements include:

e Statement of Net Position
e Statement of Revenues, Expenses and Changes in Net Position
e Statement of Cash Flows

These statements are prepared under the accrual basis of accounting, whereby revenues and assets
are recognized when the service is provided and expenses and liabilities are recognized when
others provide the service, regardless of when cash is exchanged.

Following the financial statements will be the discrete presentation of the University’s component
units, including the Coastal Education Foundation, the CCU Student Housing Foundation, and the
Chanticleer Athletic Foundation. Each component unit is a legally separate, tax-exempt entity
created to support the University.

After the component unit financial statements are the notes to the financial statements. The notes
provide additional information that is essential to a full understanding of the data provided in the
statements, including the details, the risks, and the underlying assumptions associated with the
amounts in the financial statements.



In addition to the basic financial statements and accompanying notes, this report also presents
certain required supplementary information regarding the University’s proportionate share and
contributions to South Carolina’s multi-employer pension and other post-retirement benefit plans.

Financial Highlights

e Total revenues and total capital appropriations and gifts grew by $8.7 million in fiscal year
2019, which represents a 4 percent increase from the prior year. The University attributes
this growth to strong enrollment and continued support from the State and Horry County
(the County).

e Total expenses rose by $4.9 million, which signifies a 2 percent increase from the previous
year. The key takeaway is that expenditures grew less then revenue. As will be discussed
later, this is contrary to the current trend in higher education.

e The return on net position (assets) measures the degree to which resources are used
efficiently and effectively. A higher ratio is evidence of management making good choices
with available funds. The ratio is measured by dividing an institution’s change in net
position by its total net position. The University’s return on net position has improved from
negative 2 percent in fiscal year 2018 to positive 10 percent in fiscal year 2019, which
represents a 12 percent change year over year.

Statement of Net Position

The Statement of Net Position presents the assets, deferred outflows of resources, liabilities,
deferred inflows of resources, and net position of the University as of the end of the fiscal year.
The Statement of Net Position is a point of time financial statement. The purpose of the Statement
of Net Position is to present to the readers with a fiscal snapshot of the University. The Statement
of Net Position presents end-of-year data concerning assets (property that the University owns and
amounts owed to the University), deferred outflows of resources (consumption of net position by
the University that is applicable to a future reporting period), liabilities (amounts owed to third
parties and amounts collected before services have been provided), deferred inflows of resources
(acquisition of net position by the University that is applicable to a future reporting period), and
net position (assets and deferred outflows of resources, less liabilities and deferred inflows of
resources). It is prepared under the accrual basis of accounting, where revenues and assets are
recognized when the service is provided and expenses and liabilities are recognized when others
provide the service to the University, regardless of when cash is exchanged.

From the data presented, readers are able to determine the assets available to continue the operation
of the University. They are also able to determine amounts owed to vendors, investors, and lending
institutions. Finally, the Statement of Net Position provides a picture of the net position (assets and
deferred outflows of resources, less liabilities and deferred inflows of resources) and their
availability for expenditure.



Net position is divided into three sections. The first section, net investment in capital assets,
provides the University’s equity in property, plant, and equipment owned by the University. The
second section is restricted net position, which is divided into two sub-sections, nonexpendable
and expendable. Restricted nonexpendable net position consists solely of the University’s
permanent endowment funds and is only available for investment purposes. Restricted expendable
net position is available for expenditure by the University, however the monies must be spent for
purposes as determined by donors and/or external entities that have placed time or purpose
restrictions on the use of the assets. The final section is unrestricted net position, which is available
to the University for any lawful purpose of the University. Although unrestricted net position is
not subject to externally imposed stipulations, substantially all of the University’s unrestricted net
position has been designated for various academic and research programs and initiatives.

Total assets increased by $9 million as compared to the previous year. Of that amount, current
assets fell by $2.7 most notably from a decrease in cash of $1.2 million and the reclassification of
$1 million in Perkins loans from a short-term receivable to a long-term receivable. At the end of
fiscal year 2018, the University was hopeful it could assign its outstanding Perkins loans to the
federal government in the upcoming year. However this was unable to be accomplished during the
current fiscal year and the University has since reassessed these as long-term receivables. Overall,
capital assets grew by $6.4 million at year end over the prior year balance. The increase is due to
construction in progress (mostly related to the Brooks Stadium complex) and capitalized asset
additions/retirements totaling $24.4 million less the depreciation expense of $18 million. Other
assets, consisting of non-current receivables and restricted cash and investments, rose by $5.3
million. Most of the increase is due to a $3 million capital appropriation from the state for an
academic enrichment center, the aforementioned reclassification in Perkins loans ($1 million), and
additional long-term commitments from component units ($1 million).

Deferred outflows increased by $2.3 million from the prior year. The upturn is the result of $1.6
million in additional contributions as well as $800 thousand more in amortizing costs (changes in
assumptions, differences in expected verse actual investment earnings, adjustments to
proportionate share, etc.) to the pension and other postemployment benefits (OPEB) plans, coupled
with a decrease of $100 thousand in amortizing debt refunding. Please see Note 7 for more
information related to deferred outflows.

Liabilities in total increased by $8.3 million from the prior year. Current liabilities climbed 5
percent, or $1.7 million. The change is the net result of an additional $2.9 million in liabilities
relating to accounts payable, accrued payroll, and current bonds payable less the reclassification
of $1.2 million in Perkins loans from a current liability to a noncurrent liability for the reasons
previously mentioned. Noncurrent liabilities account for the remaining increase of $6.6 million.
Driving factors for the rise of noncurrent liabilities include the Perkins loan reclassification of $1.2
million, additions to retirement benefits of $14.8 million, a combined $900 thousand more in
accrued compensated absences and other liabilities. The upsurge in noncurrent liabilities is
reduced by $10.3 million in bonds payable, due in fiscal year 2020. Like most public higher
education institutions, the recognition of pensions and other postemployment obligations continues
to be the largest year over year increase to liabilities. For more information on the University’s
liabilities, please see Notes 11, 12, 14, and 15.



Deferred inflows saw a decline of approximately $400 thousand from the prior year. Differences
between the expected versus actual plan experience as well as changes to proportionate share of
the pension and OPEB liabilities accounted for the majority of the decease. Please see Note 7 for
more information related to deferred inflows.

Net position grew by $3.4 million as compared with the previous year. Net investment in capital
assets rose by $1.3 million during fiscal year 2019, as the University continues to advance its
infrastructure. Furthermore, restricted-expendable net position increased by $16.6 million, of
which $16.3 million is restricted for capital purposes and the remaining $300 thousand is restricted
for debt service. These increases are offset by a $14.5 million reduction in unrestricted net position.
Nearly all of the decrease can be attributed to the rising costs of retirement benefits.

Condensed Summary of Net Position
Increase/ Percent
2019 2018 (Decrease) Change

Assets
Current assets $ 116,751,216 $ 119,447,811 $ (2,696,595) -2%
Capital assets, net 471,658,390 465,265,361 6,393,029 1%
Other assets 11,580,042 6,272,361 5,307,681 85%

Total Assets 599,989,648 590,985,533 9,004,115 2%
Deferred Outflows 41,829,725 39,489,723 2,340,002 6%
Liabilities
Current liabilities 35,091,885 33,382,176 1,709,709 5%
Noncurrent liabilities 555,079,481 548,446,675 6,632,806 1%

Total Liabilities 590,171,366 581,828,851 8,342,515 1%
Deferred Inflows 13,961,210 14,371,958 (410,748) -3%
Net Position
Net investment in capital assets 234,030,705 232,727,461 1,303,244 1%
Restricted - nonexpendable 156,821 156,608 213 0%
Restricted - expendable 56,512,131 39,875,079 16,637,052 42%
Unrestricted (253,012,860) (238,484,701) (14,528,159) -6%

Total Net Position $ 37,686,797 $ 34274447  $ 3,412,350 10%

Statement of Revenues, Expenses and Changes in Net Position

The Statement of Revenues, Expenses and Changes in Net Position presents the activities of the
University during the year. Those activities are reported as either operating or non-operating.
Generally speaking, operating revenues are received for providing goods and services to the
various customers and constituencies of the University. Operating expenses are those expenses
paid to acquire or produce the goods and services needed to carry out the mission of the institution.
Most often, operating activities will result in a deficit because the GASB requires state
appropriations, Pell grants, and gifts to be classified as non-operating revenues. The utilization of
long-lived assets, referred to as Capital Assets, is reflected in the financial statements as
depreciation, which amortizes the cost of an asset over its expected useful life.



Non-operating revenues are revenues received for which goods and services are not provided.
Capital appropriations, grants, and gifts are considered neither operating nor non-operating
revenues and are reported after “Income before other revenues, expenses, gains or losses.” Changes
in total net position as presented on the Statement of Net Position is based on the activity presented
in the Statement of Revenues, Expenses, and Changes in Net Position. The purpose of the
statement is to present the revenues received by the University, both operating and non-operating,
and the expenses paid by the University, both operating and non-operating, and any other revenues,
expenses, gains and losses received or spent by the University.

Fiscal year 2019 saw a $4.5 million increase in total revenue. While the overall changes in
operating revenues were negligible ($400 thousand), there were some significant line item
changes. Tuition and sales and services experienced a total decline of $1.4 million due to a
prospective change in accounting estimate regarding the University’s scholarship allowance.
Historically the University excluded waivers required by State law from the calculation. However,
based on the National Association of College and University Business Officers (NACUBO)
advisory report 2000-05, the University has decided that those waivers should be included going
forward. Moreover, scholarships, grants, and contracts grew by $1.1 million, driven by higher
NCAA and Sun Belt Conference distributions as other operating revenues fell by $100 thousand.
Non-operating revenue grew by $4.7 million due to offsetting increases/(decreases) in: 1) State
appropriations of $2 million, 2) investment earnings of $3 million, 3) gifts of ($2) million, 4) grant
revenue of $1.1 million, and 5) insurance proceeds of $600 thousand.

Total operating expenses increased by $5.3 million. Salaries and fringe benefits rose by $5 million,
of which, $2 million came in the form of additional staffing and pay increases and $3 million were
related to higher overall fringe benefit costs (retirement outlays and health insurance premiums).
All remaining operating expenses (sales and supplies, utilities, scholarships, and depreciation)
accounted for an additional $300 thousand. Non-operating interest expenses decreased slightly by
$360 thousand as compared to the prior year.

Capital appropriations, gifts, and grants totaled $16,990,734 for fiscal year 2019, representing an
additional 36 percent as compared with fiscal year 2018. Of the $17 million in revenue, The Horry
County Penny Sales Tax accounts for $11 million and is restricted only to capital projects or
repayment of debt service. During the fiscal year the University reserved these funds for future
use. One of those uses will be for an Academic Enrichment and Learning Center, which the State
also appropriated $3 million for in fiscal year 2019. The remaining $3 million came from a capital
gift from the Chanticleer Athletic Foundation toward the expansion of Brooks Stadium.



Condensed Summary of Revenues, Expenses and Changes in Net Position

Revenues:
Student tuition and fees

Scholarships, contracts, and grants

Sales and services

Other operating revenues
Total operating revenues

State appropriations

Local appropriations

Gifts and grants

Investment income

Other miscellaneous

Total non-operating revenues

Total Revenues

Expenses:
Personnel costs and benefits
Services and supplies
Utilities
Scholarships
Depreciation
Total operating expenses
Interest & bond issuance cost
Total Expenses

Loss before other
revenues and expenses

Other Revenues, Expenses,
Gains/Losses:
Capital appropriations
Capital gifts and grants

Change in Net Position

Net Position, beginning of year

Cumulative Effect of GASB 75
Net Position, end of year

Increase/ Percent

2019 2018 (Decrease) Change
135,614,138 135,821,794 $ (207,656) 0%
19,744,760 18,600,065 1,144,695 6%
34,975,609 36,209,502 (1,233,893) -3%
1,569,680 1,669,194 (99,514) -6%
191,904,187 192,300,555 (396,368) 0%
15,305,083 13,301,750 2,003,333 15%
332,144 380,413 (48,269) -13%
20,991,992 21,847,143 (855,151) -4%
3,587,958 622,869 2,965,089 476%
835,346 50,046 785,300 1569%
41,052,523 36,202,221 4,850,302 13%
232,956,710 228,502,776 4,453,934 2%
156,482,206 151,607,372 4,874,834 3%
45,025,345 43,394,573 1,630,772 4%
8,563,298 8,958,781 (395,483) -4%
10,207,764 11,198,991 (991,227) -9%
18,017,245 17,842,630 174,615 1%
238,295,858 233,002,347 5,293,511 2%
8,239,236 8,603,879 (364,643) -4%
246,535,094 241,606,226 4,928,868 2%
(13,578,384) (13,103,450) (474,934) 4%
13,878,025 10,441,312 3,436,713 33%
3,112,709 2,038,739 1,073,970 53%
3,412,350 (623,399) 4,035,749 647%
34,274,447 183,372,239 (149,097,792) -81%
(148,474,393) 100%
37,686,797 34,274,447  $ 3,412,350 10%




Total Revenues by Source

(thousands of dollars)
$232,957
Investment Income
$3,588 Other
Gifts and Grants 2%

$20,992
9%

Sales and Services
$34,976
15%

Appropriations
$15,637
7%

Gov't Scholarships
and Contracts

$19,745
8%
Total Expenses by Classification
(thousands of dollars)
$246,535
b iati Interest
epreciation
Scholarships  $18,017 585%:"9

$10,208 7%
4%
Utilities
$8,563
4%

Services & Supp
$45,025
18%
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Capital Assets and Debt

Capital assets as of June 30, 2019, consisted of $33.6 million in land, $36.5 million in construction
in progress, and $401.6 million in land improvements, buildings, equipment, and vehicles, net of
accumulated depreciation.

Construction in progress increased by $14.6 million from the prior year. The major contributing
factor to this increase is due to the expansion of the Brooks Stadium complex, which is nearing
completion. The Sun Belt Conference required the University to increase the seating of the
complex when it moved to that division. This project was divided into two phases to accommodate
the football season schedule with a total budget of $31.8 million, of which $30.9 million was
construction in progress at June 30, 2019.

The Ingle Residence Hall and Williams-Brice renovations also contribute to the increase in
construction in progress at June 30, 2019. Both buildings are undergoing HVAC upgrades.
Additionally, electrical upgrades and a mass notification system is being installed in Ingle
Residence Hall. The Ingle Residence Hall and Williams-Brice renovations are at a budgeted cost
of $3.8 million and $2.5 million, respectively. $4.5 million of the budgeted amount was
construction in progress at June 30, 2019.

Projects totaling $8.1 million were completed and transferred into buildings and improvements
during fiscal year 2019. The largest of the assets completed and placed into service was the
renovation to the Smith Science Building, totaling $7.1 million which provides space for teaching
labs, classrooms and office space for the Physics, Mathematics, and Psychology Departments.
Other projects totaling $1.0 million that were capitalized during fiscal year 2019, include
completion of the Early Childhood Education Center and smaller building renovations and land
improvements campus-wide. For additional information on capital asset activity, please refer to
Note 6.

The University anticipates needing approximately $80 million over the next 10 years to maintain
and repair buildings, roads, and other land improvements and intends to address these maintenance
needs through its yearly operating budget and continued efforts to obtain gifts, grants and capital
appropriations.

Debt relating to the University’s capital assets is approximately $238.8 million for the year ending
June 30, 2019. Of that amount, $10.2 million is due in fiscal year 2020 with the remaining $228.6
million due in subsequent years. Details of bonds payable and long-term liabilities of the
University are found in Notes 11 and 12.
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Economic Outlook

On December 5, 2018, Moody’s issued the “Higher education — US: 2019 outlook remains
negative with continued low net tuition revenue growth’’, whereby they reaffirmed the downgraded
financial opinion of the higher education sector given in the prior year. Their analysts observe
softening in revenue growth that is outpaced by expense growth. There is no doubt that higher
education is experiencing challenges and pressures. Access and affordability for students, a decline
in domestic high school graduates, reduction in international enrollment, moderate increases in
state funding, and stagnant research funding are a few of the factors stunting revenue growth.
Conversely, rising wages and benefit costs, capital maintenance, and debt service are the major
elements driving expense growth.

The University recognizes these current enrollment trends and is combating them through a
number of strategies. One such strategy is the Coastal Excellence and Leadership (CEaL) program.
The program aims to serve a student population that has demonstrated academic potential through
hard work in the high school classroom, but who falls just below the University’s admission
requirements due to standardized test scores. Students in this category are admitted into the CEal
program and must successfully complete a rigorous academic schedule in the summer leading up
to their first fall freshman semester. The results have been highly encouraging. Roughly 80 percent
of the students who enter the program succeed and gain full admittance as first time freshman in
the fall.

Additionally, as noted by Moody’s, there is still strong evidence that advanced degrees are strongly
correlated to increased average annual salary, which provides a significant long term return on
investment to consumers. For these reasons, the University constantly seeks to broaden the
available advanced degree programs. In fiscal year 2019, Coastal Carolina University rolled out
its second doctoral program, a Ph.D. in Education. The program will offer three specialization
areas; education in leadership, higher education administration, and curriculum, instructional and
assessment. The Ph.D. program will engage students to develop the breadth and depth of
understanding, skills and dispositions that are relevant and meaningful to 21% century educators.

Lastly, the University is seeking ways to contain costs. As discussed by Moody’s, with stagnant
revenue growth, higher education institutions need to monitor expenditure growth. Two such
strategies have been implemented. First, the University analyzed its utility costs. Based on this
analysis, the University realized savings by adjusting electricity usage rates and purchasing
wholesale natural gas. The combination of these two strategies saved the University $400 thousand
as compared with the prior year. In addition to decreasing utility costs, the Board of Trustees voted
to redeem approximately $34 million in outstanding debt in the upcoming fiscal year 2020. The
reduction in debt is projected to save roughly $6.5 million in interest expense over the next 10
years.

The University is well poised to adapt in this changing economic landscape that is less favorable
to educational institutions. Although the University has experienced some of the challenges that
are itemized by Moody’s as depressants on revenue, it has been proactive in implementing
strategies that counteract these obstacles. The University will continue to innovate in the areas of
degree offerings, student recruitment, and cost containment to achieve high economic success in
the near future.
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COASTAL CAROLINA UNIVERSITY
Statement of Net Position
June 30, 2019

ASSETS & DEFERRED OUTFLOWS
CURRENT ASSETS
Cash and cash equivalents
Accounts receivable, net of provision for doubtful accounts
Due from component units
Inventories
Prepaid expenses
RESTRICTED CURRENT ASSETS
Cash and cash equivalents
Total current assets
NONCURRENT ASSETS
Capital assets, net of accumulated depreciation
Land
Construction in progress
Building and improvements
Equipment and vehicles
Accounts receivable
Due from component units
RESTRICTED NONCURRENT ASSETS
Cash and cash equivalents
Investments
Loans to students, net
Total noncurrent assets

TOTAL ASSETS
TOTAL DEFERRED OUTFLOWS

LIABILITIES & DEFERRED INFLOWS
CURRENT LIABILITIES
Accounts and retainage payable
Due to component units
Accrued payroll and related liabilities
Unearned revenue
Funds held for others
Accrued compensated absences
Bonds payable
Capital leases payable
Interest payable
Total current liabilities
NONCURRENT LIABILITES
Accrued compensated absences
Federal Perkins loan funds
Bonds payable
Capital leases payable
Net pension liability
Net OPEB liability
Other liabilities
Total noncurrent liabilities

TOTAL LIABILITIES
TOTAL DEFERRED INFLOWS

NET FINANCIAL POSITION
Net investment in capital assets
Restricted for:
Endowment - nonexpendable
Capital Projects - expendable
Debt Service - expendable
Unrestricted
TOTAL NET POSITION

SEE ACCOMPANYING NOTES TO THE FINANCIAL STATEMENTS.
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$

$
$

$

$

54,338,832
5,189,414
2,282,143

507,212
2,278,822

52,154,793

T 116751216

33,613,369
36,473,977
397,625,537
3,945,507
5,698,487
3,768,871

431,560
754,565
926,559

483,238,432
599,989,648

41,829,725

6,112,428
126,537
12,931,923
4,127,416
211,620
350,562
10,229,421
15,835
986,143
35,091,885

4,898,149
1,201,298
228,590,280
54,092
166,916,875
152,370,222
1,048,565
555,079,481

590,171,366

13,961,210

234,030,705

156,821
54,190,926
2,321,205

(253,012,860)

37,686,797



COASTAL CAROLINA UNIVERSITY
Statement of Revenues, Expenses and Changes in Net Position
For the Year Ended June 30, 2019

OPERATING REVENUES

Student tuition and fees ($7,636,662 is pledged for debt service),
net of scholarship allowance of $46,438,246

Scholarships, contracts and grants

Sales and services of educational departments

Sales and commissions of auxiliary enterprises,
net of scholarship allowance of $9,407,690

Other fees
Total Operating Revenues

OPERATING EXPENSES
Personnel costs and benefits
Services and supplies
Utilities
Scholarships
Depreciation

Total Operating Expenses

OPERATING LOSS

NON-OPERATING REVENUES (EXPENSES)
Non-capital state appropriations
Pell grants
Local appropriations
Grants and contracts
Gifts
Investment and endowment income
Interest on capital asset related debt
Other miscellaneous revenue
Net Non-Operating Revenues

LOSS BEFORE OTHER REVENUES, EXPENSES, GAINS
AND LOSSES

State capital appropriations

Local capital appropriations

Capital grants and gifts
Increase in Net Position

NET POSITION
Net Position, beginning of year

NET POSITION, END OF YEAR

SEE ACCOMPANYING NOTES TO THE FINANCIAL STATEMENTS.
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135,614,138
19,744,760
7,502,229

27,473,380
1,569,680

191,904,187

156,482,206
45,025,345
8,563,298
10,207,764
18,017,245

238,295,858

(46,391,671)

15,305,083
16,135,989
332,144
1,149,804
3,706,199
3,587,958
(8,239,236)
835,346

32,813,287

(13,578,384)

3,000,000
10,878,025
3,112,709

$

3,412,350

34,274,447

37,686,797




COASTAL CAROLINA UNIVERSITY
Statement of Cash Flows
For the Year Ended June 30, 2019

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers $ 151,967,819
Grants and contracts 18,839,991
Other operating cash receipts 5,981,506
Payments to employees and for benefits (142,675,575)
Payments to suppliers (50,357,904)
Loans to students 194,940
Funds held for others 9,336
Net cash used by operating activities (16,039,887)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

State, county, and local appropriations 16,787,031
Gifts and grants 5,747,349
Cash received from Pell Grants 16,135,989

Net cash flow provided by noncapital financing activities 38,670,369

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

State and local capital appropriations 13,878,025
Gifts and grants for capital purposes 1,952,709
Proceeds from sale of capital assets 53,556
Purchase of capital assets (24,390,383)
Principal and interest paid on capital debt and leases (18,140,576)

Net cash used by capital activities (26,646,669)

CASH FLOWS FROM INVESTING ACTIVITIES

Interest and dividends on investments 3,111,495
Net cash flows provided by investing activities 3,111,495
Net change in cash (904,692)
Cash beginning of year 107,829,877
Cash end of year $ 106,925,185

RECONCILIATION OF NET OPERATING LOSS TO NET CASH
USED BY OPERATING ACTIVITIES

Operating loss $ (46,391,671)
Adjustments for noncash items provided by operating activities:
Depreciation expense 18,017,245
Bad debt expense 1,455,591

CHANGE IN ASSETS AND LIABILITIES

Receivables, net (4,694,320)
Grants and contracts receivable (503,710)
Student loans receivable 167,338
Prepaid expenses 406,023
Inventories 10,512
Accounts and retainages payable 1,408,613
Accrued salary, absences, and related liabilities 13,754,775
Unearned revenue 292,779
Deposits held for others 9,336
Perkins loan federal share 27,602
Net cash used by operating activities $ (16,039,887)

NONCASH TRANSACTIONS

Increase in fair value of investments $ 1,207,694
Capital grants and gifts receivable 5,612,709
Donated goods and services 699,652

SEE ACCOMPANYING NOTES TO THE FINANCIAL STATEMENTS.
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COASTAL CAROLINA UNIVERSITY
Nongovernmental Component Unit
Coastal Educational Foundation
Statement of Financial Position
June 30, 2019

SEE ACCOMPANYING NOTES TO THE FINANCIAL STATEMENTS
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ASSETS
Cash and cash equivalents $ 708,545
Accounts and pledges receivable, net 5,354,033
Investments 45,078,710
Real estate held for investment 288,000
Cash value of life insurance 50,993
Prepaid expenses 2,750
Property and equipment, net 5,339,985
TOTAL ASSETS $ 56,823,016
LIABILITIES AND NET ASSETS
Liabilities
Accounts payable - related party $ 655,704
Accounts payable 30,229
Accrued expenses 800,000
Deferred revenue 28,368
Total liabilities 1,514,301
Net Assets
Without donor restrictions 7,676,247
With donor restrictions 47,632,468
Total net assets 55,308,715
TOTAL LIABILITIES AND NET ASSETS $ 56,823,016




COASTAL CAROLINA UNIVERSITY

Nongovernmental Component Unit
Coastal Educational Foundation
Statement of Activities
For the Year Ended June 30, 2019

Revenues, gains, and other support
Contributions
Endowed and other investment income:
Interest income
Net appreciation in fair value of investments
Change in cash value of life insurance
Lease income
Royalty income
Fundraising income
Miscellaneous income
Net assets released from restrictions

Total revenues, gains, and other support

Expenses

Program services:
Scholarships
University support
Facilities development and physical plant
College of Education
College of Humanities
College of Science
College of Business
HTC Honors College

Management and general

Fundraising expenses

Total expenses
Increase in net assets
Net assets, beginning of year

Net assets, end of year

SEE ACCOMPANYING NOTES TO THE FINANCIAL STATEMENTS.
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Without Donor  With Donor
Restrictions Restrictions Total

$ 532,586 $ 7,555,586 $ 8,088,172
3,405 - 3,405
418,114 1,780,054 2,198,168
836 2,409 3,245
438,010 - 438,010
- 21,878 21,878
- 321,366 321,366
25,375 13,401 38,776

2,494,881 (2,494,881) -
3,913,207 7,199,813 11,113,020
661,351 - 661,351
1,087,115 - 1,087,115
12,972 - 12,972
22,965 - 22,965
230,144 - 230,144
99,814 - 99,814
501,234 - 501,234
7,174 - 7,174
707,108 - 707,108
122,340 - 122,340
3,452,217 - 3,452,217
460,990 7,199,813 7,660,803
7,215,257 40,432,655 47,647,912
$ 7,676,247 $ 47,632,468 $ 55,308,715




COASTAL CAROLINA UNIVERSITY
Nongovernmental Component Unit
CCU Student Housing Foundation

Consolidated Statement of Financial Position
For the Year Ended June 30, 2019

Assets

Current assets

Cash and cash equivalents $ 300,901
Investments, unrestricted 6,042,300
Prepaid insurance 4120

Total current assets 6,347,321

Other assets

Land held for development 1,875,036
Total other assets 1,875,036
Total Assets $ 8,222,357

Liabilities and Net Assets

Current liabilities

Accounts payable $ 36,288
Accounts payable-related party, current portion 485,000
Total current liabilities 521,288

Noncurrent liabilities

Accounts payable-related party 970,000
Total long-term liabilities 970,000

Total Liabilities 1,491,288

Net assets (deficit) - without donor restrictions 6,731,069
Total liabilities and net assets $ 8,222,357

SEE ACCOMPANYING NOTES TO THE FINANCIAL STATEMENTS.
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COASTAL CAROLINA UNIVERSITY
Nongovernmental Component Unit
CCU Student Housing Foundation

Consolidated Statement of Activities
For the Year Ended June 30, 2019

Revenues, gains and other support

Interest income $ 157,536
Investment gain, net 8,103
Other revenues 1
Total revenues, gains and other support 165,640
Expenses
Program services - support of Coastal Carolina University 82,022
Management and general 78,040
Total Expenses 160,062
Change in net assets 5578

Net assets (deficit) without donor restrictions,

beginning of year 6,725,491
Net assets (deficit) without donor restrictions,
end of year $ 6,731,069

SEE ACCOMPANYING NOTES TO THE FINANCIAL STATEMENTS.
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COASTAL CAROLINA UNIVERSITY
Nongovernmental Component Unit
Chanticleer Athletic Foundation
Statement of Financial Position
June 30, 2019

ASSETS

Cash and cash equivalents
Pledges receivable, net

Accounts receivable - related parties
Prepaid expenses

TOTAL ASSETS

LIABILITIES AND NET ASSETS

Liabilities
Accounts payable - related party
Accounts payable
Pledges payable - related parties
Deferred revenue
Note payable

Total liabilities
Net Assets
Without donor restrictions
With donor restrictions

Total net assets

TOTAL LIABILITIES AND NET ASSETS

SEE ACCOMPANYING NOTES TO THE FINANCIAL STATEMENTS.
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1,566,866
3,638,279

50,166
341,626

5,596,937

239,930
22,672
3,695,871
40
260,600

4,219,113

(1,224,543)
2,602,367

1,377,824

$ 5,596,937




COASTAL CAROLINA UNIVERSITY

Nongovernmental Component Unit
Chanticleer Athletic Foundation
Statement of Activities
For the Year Ended June 30, 2019

Revenues, gains, and other support
Contributions
Loss on pledge from change in donor restriction
Investment income
Fundraising proceeds
Miscellaneous income
Net assets released from restrictions

Total revenues, gains, and other support
Expenses
Program services - Support of Coastal Carolina
University Athletics Program
Management and general
Fundraising
Total expenses
Increase (decrease) in net assets
Net assets, beginning of year

Net assets, end ot year

SEE ACCOMPANYING NOTES TO THE FINANCIAL STATEMENTS.
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Without Donor

With Donor

Restrictions Restrictions Total
$ 1,803,067 $ 522,502 $ 2,325,569
- (500,000) (500,000)
21,658 - 21,658
193,113 31,467 224,580
29,612 - 29,612
1,640,517 (1,640,517) -
3,687,967 (1,586,548) 2,101,419
3,899,047 - 3,899,047
772,191 - 772,191
334,421 - 334,421
5,005,659 - 5,005,659
(1,317,692) (1,586,548) (2,904,240)
93,149 4,188,915 4,282,064
$(1.224543)  _$2.602.367 $1.377.824



COASTAL CAROLINA UNIVERSITY
Notes to the Financial Statements
For the Year Ended June 30, 2019

NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations: Coastal Carolina University is a public, mid-sized (10,600 students),
comprehensive liberal arts institution offering baccalaureate degrees in the traditional liberal arts
and sciences, interdisciplinary studies and professional schools, along with master’s and doctoral
degrees in several specialized areas. The campus primarily serves its immediate five-county area
along with the state, while honoring its commitment to the citizens of Horry County who founded
the University and who continue to provide funding. Recognizing its responsibility to ensure a
student population that is diverse both culturally and geographically, the institution also
aggressively recruits statewide, out-of-state and internationally.

Historically, the University has been treated as a part of the primary government of the State of
South Carolina, and its funds were previously reported in the state’s higher education enterprise
funds in the Comprehensive Annual Financial Report of the State of South Carolina. During fiscal
year 2012-2013, the State of South Carolina implemented GASB Statement No. 61, The Financial
Reporting Entity: Omnibus an amendment of GASB Statements No. 14 and No. 34. As a result of
this implementation, the University is now reported as a discretely presented component unit on
the State of South Carolina’s Comprehensive Annual Financial Report. Discrete presentation
entails reporting component unit financial data in one or more columns separate from the financial
data of the primary government instead of blending the University’s financial information into the
State’s financial information.

The legislation established the governing body of Coastal Carolina University, the Board of
Trustees, effective July 1, 1993, which by statute is responsible for overseeing the effective
governance of the University. The Board of Trustees defines the mission, role and scope of the
University, establishes the general policies of the University, approves the budget, and provides
accountability to the public and the General Assembly.

The University’s 17-member Board of Trustees is comprised of the governor of the state or his or
her designee, who is an ex-officio member of the board, and 16 members, with 15 of these
members to be elected by the South Carolina General Assembly and one member to be appointed
by the governor. Of the 15 members to be elected by the General Assembly, one member must be
elected from each congressional district and the remaining eight members must be elected from
the state at large. The Board of Trustees holds regular meetings four times annually.

Financial Statement Presentation: The financial statement presentation for the University
conforms to the requirements of Governmental Accounting Standards Board (“GASB”) Statement
No. 34, Basic Financial Statements and Management’s Discussion and Analysis for State and
Local Governments; Statement No. 35, Basic Financial Statements and Management’s Discussion
and Analysis for Public Colleges and Universities; and Statement No. 37, Basic Financial
Statements — and Management’s Discussion and Analysis — for State and Local Governments:
Omnibus. The University has also adopted GASB Statement No. 38, Certain Financial Statement
Note Disclosures, and Statement No. 39, Determining Whether Certain Organizations are
Component Units — An Amendment of GASB Statement No. 14.
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COASTAL CAROLINA UNIVERSITY
Notes to the Financial Statements
For the Year Ended June 30, 2019

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

The University has implemented several new GASB statements over the past six years. In fiscal
year 2013, the University implemented GASB Statement No. 63, Financial Reporting of Deferred
Outflows of Resources, Deferred Inflows of Resources and Net Position in the financial statements.
GASB Statement No. 65, Items Previously Reported as Assets and Liabilities, was implemented
in fiscal year 2014, GASB Statement No. 68, Accounting and Financial Reporting for Pensions,
was implemented in fiscal year 2015, and both GASB Statement No. 75, Accounting and Financial
Reporting for Post Employment Benefits Other than Pensions and GASB Statement No. 89,
Accounting for Interest Cost Incurred before the End of a Construction Period, were implemented
in fiscal year 2018. During the fiscal year 2019, the University adopted and implemented GASB
Statement No. 88, Certain Disclosures Related to Debt, including Direct Borrowings and Direct
Placements.

The University’s financial statement presentation provides a comprehensive, entity-wide perspective
of the University’s net position, revenues, expenses, and changes in net position and cash flows, as
well as the net position, revenues, expenses and changes in net position of its separately audited
component units.

Reporting Entity: The financial reporting entity, as defined by GASB Statement No. 14, The
Financial Reporting Entity, and amended by GASB Statement No. 39, Determining Whether Certain
Organizations are Component Units, and GASB Statement No. 61, The Financial Reporting Entity:
Omnibus, consists of the primary government and all of its component units. Component units are
legally separate organizations for which the primary government is financially accountable and other
organizations for which the nature and significance of their relationship with the primary government
are such that exclusion would cause the financial statements to be misleading or incomplete.
Accordingly, the financial statements present the University as the primary government with three
discretely presented component units, the Coastal Educational Foundation, the CCU Student
Housing Foundation, and the Chanticleer Athletic Foundation.

The Coastal Educational Foundation (the CEF) is a legally separate, tax-exempt entity that was
chartered by the State of South Carolina in October 1954 for the purpose of soliciting, receiving,
managing and distributing gifts for educational purposes in support of Coastal Carolina University.
The CEF’s activities are governed by its board of directors. The CEF’s support comes primarily from
contributions from alumni, local individuals and businesses. Although the University does not control
the timing or amount of receipts from the CEF, the majority of resources and income thereon that it
holds and invests is restricted to the activities of the University by donors. Because these restricted
resources can only be used by, or for the benefit of, the University, the CEF is considered a component
unit of the University.

The CCU Student Housing Foundation (SHF) is also a legally separate, tax-exempt entity that was
chartered in 2002 to provide housing for students and to provide support for various other
University programs. The Coastal Housing Foundation, LLC (CHF), a not-for-profit corporation,
was organized in 2005. The SHF is the owner and sole member of the CHF. For the purposes of
the University’s CAFR note disclosures, the SHF and the CHF will be referred to hereafter as one
entity, SHF. Moreover, for the purposes of financial presentations, both the SHF and the CHF are
reported as one consolidated entity. The activities of the SHF are governed by its board of directors.
The SHF is considered a component unit because its economic resources are held entirely for the
benefit of the University.
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COASTAL CAROLINA UNIVERSITY
Notes to the Financial Statements
For the Year Ended June 30, 2019

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

The Chanticleer Athletic Foundation (the CAF) is another legally separate, tax-exempt, not-for-
profit organization incorporated under the laws of South Carolina as the University’s athletic fund-
raising organization. Contributions to CAF are used for athletic scholarships, facilities and
program development. The CAF’s support comes primarily through individual donor
contributions, annual fundraising campaigns and special events.

The CEF, the SHF, and the CAF are not deemed to be governmental entities because a controlling
majority of the membership is not appointed by the University and there is no potential for
unilateral dissolution by the University, with the net assets reverting to the University. In addition,
these components do not have the power to enact and enforce a tax levy, nor the ability to directly
issue debt that pays interest exempt from federal taxation. Also, the foundations report their
financial results under Financial Accounting Standards Board (FASB) statements, the most
significant of which are FASB ASC 958-605, Revenue Recognition and FASB ASC 958,
Presentation of Financial Statements of Not-for-Profit Entities. As such, certain revenue
recognition criteria and presentation features are different from GASB. Because the foundations
are deemed not to be governmental entities and because they use a different reporting model, their
balances and transactions are reported on separate financial statements. Copies of the separately
issued financial statements for the CEF, the SHF, and the CAF can be obtained by sending a request
to the executive director of each foundation at the following address: P.O. Box 261954, Conway,
SC, 29528-6054.

Basis of Accounting: For financial reporting purposes, the University is considered a special-
purpose government, engaged only in business-type activities. Accordingly, the University’s
financial statements have been presented using the economic resources measurement focus and the
accrual basis of accounting. Under the accrual basis, revenues are recognized when earned and
expenses are recorded when an obligation has been incurred. Student tuition and auxiliary
enterprise fees are presented net of scholarships and fellowships applied to student accounts, while
stipends and other payments made directly are presented as scholarship and fellowship expenses.
All significant intra-agency transactions have been eliminated.

Cash and Cash Equivalents: For purposes of the statement of cash flows, the University and its
component units consider all highly liquid investments with an original maturity of three months
or less to be cash equivalents. Funds invested through the State of South Carolina State Treasurer’s
Office are considered cash equivalents.

Accounts Receivable: Accounts receivable consists of tuition and fee charges to students, gift
pledges, and auxiliary enterprise services provided to students, faculty and staff. Accounts
receivable also include amounts due from the federal government, state and local governments,
component units, and private sources in connection with reimbursement of allowable expenditures
made pursuant to the University’s grants and contracts. Accounts receivable are recorded net of
estimated uncollectible amounts.
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COASTAL CAROLINA UNIVERSITY
Notes to the Financial Statements
For the Year Ended June 30, 2019

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Inventories and Prepaid Items: Inventories are carried at the lower of cost or market. Certain
payments to vendors reflect costs applicable to future accounting periods and are recorded as
prepaid items. The cost of inventory is reported on a first in, first out basis. Items accounted for
as University inventories include: maintenance supplies, housing supplies, office supplies, mail
supplies, athletic supplies and golf course supplies. Items accounted for as prepaid items include:
prepaid insurance, prepaid postage, prepaid magazine and periodical subscriptions, and advance
payments for maintenance and service agreements.

Investments: The University accounts for its investments at fair value in accordance with GASB
Statement No. 31, Accounting and Financial Reporting for Certain Investments and for External
Investment Pools and GASB Statement No. 72, Fair Value Measurement and Application.
Changes in unrealized gain (loss) on the carrying value of investments are reported as a component
of investment income in the statement of revenues, expenses, and changes in net position.

Capital Assets: Capital assets are recorded at cost on the date of acquisition or fair value on the
date of donation in the case of gifts. The University follows capitalization guidelines established
by the State of South Carolina. All land is capitalized, regardless of cost. Qualifying
improvements that rest in or on the land itself are recorded as depreciable land improvements.
Major additions, renovations and other improvements that add to usable space, prepare existing
buildings for new uses or extend the useful life of an existing building are capitalized.

The University capitalizes movable personal property with a unit value in excess of $5,000 and a
useful life in excess of two years. In addition, depreciable land improvements, buildings and
improvements, and intangible assets costing in excess of $100,000 are capitalized. Routine repairs,
maintenance and library materials are charged to operating expenses in the year in which the
expense was incurred.

Depreciation is computed using the straight-line method over the estimated useful lives of the
assets. The estimated useful life for buildings and improvements is 10 to 50 years; 10 to 15 years
for land improvements; 3 to 25 years for vehicles, equipment and machines; 3 years for intangible
assets externally acquired — internally generated not capitalized. A full month of depreciation is
taken the month the asset is placed in service and no depreciation is taken the month of disposition.

Deferred Outflows: Deferred outflows are defined as a consumption of net assets by the
University that is applicable to a future reporting period. These deferred outflows have a positive
effect on net position that is similar to assets but are not assets. The following types of transactions
will be reported as deferred outflow of resources: deferred debit amounts resulting from the
refunding of debt, employer retirement contributions subsequent to the measurement date, and the
differences in pension liability expected experience versus actual experience and changes in
assumptions.
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COASTAL CAROLINA UNIVERSITY
Notes to the Financial Statements
For the Year Ended June 30, 2019

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Unearned Revenues: Unearned revenues include amounts received for tuition and fees and
certain auxiliary activities prior to the end of the fiscal year but related to the subsequent
accounting period. Student deposits are recognized as revenue during the semester for which the
fee is applicable and earned when the deposit is nonrefundable to the student under the forfeit
terms of the agreement. Also included in unearned revenue are grant funds received but not yet
expended for their restricted purpose and amounts paid in advance for football tickets.

Funds Held for Others: Funds held for others result from the University acting as an agent, or
fiduciary, for entities which have a relationship with the University’s activities or from the University
acting as an agent for certain student loans.

Compensated Absences: Employee vacation pay expense is accrued at year-end for financial
statement purposes. The liability and expense incurred are recorded at year-end as accrued vacation
payable in the statement of net position, and as a component of compensation and benefit expense in
the statement of revenues, expenses and changes in net position.

Federal Perkins Loans Receivable and Related Liability: The loans receivable on the balance
sheet are due to the University under the Federal Perkins Loan program. This program is funded
primarily by the federal government with the University providing a required match. The amount
reported as federal loan liability is the amount of cumulative federal contributions and a pro-rata share
of net earnings on the loans under this program.

Net Pension Liability: For purposes of measuring the net pension liability, deferred outflows of
resources and deferred inflows of resources related to pensions, and pension expense, information
about the fiduciary net position of the South Carolina Retirement System (SCRS) and the South
Carolina Police Officers Retirement System (PORS), and additions to/deductions from SCRS’ and
PORS’ fiduciary net position, have been determined on the same basis as they are reported by the
South Carolina Public Employee Benefit Authority. For this purpose, benefit payments (including
refunds of employee contributions) are recognized when due and payable in accordance with the
benefit terms. Investments are reported at fair value.

Other Postemployment Benefits: For purposes of measuring the net pension liability, deferred
outflows of resources and deferred inflows of resources related to pensions, and pension expense,
information about the fiduciary net position of the South Carolina Retiree Health Insurance Trust
Fund (SCRHITF) and the Long-term Disability Insurance Trust Fund (SCLTDITF), and additions
to/deductions from SCRHITF’s and SCLTDITF’s fiduciary net position, have been determined on
the same basis as they are reported by the South Carolina Public Employee Benefit Authority. For
this purpose, benefit payments (including refunds of employee contributions) are recognized when
due and payable in accordance with the benefit terms. Investments are reported at fair value.

Deferred Inflows: Deferred inflows are defined as an acquisition of net assets by the University that
is applicable to a future reporting period. These deferred inflows have a negative effect on net
position, but are not considered liabilities. The following types of transactions will be reported as
deferred inflows of resources: amortization of any service concession arrangement such as the third
party vendor who manages the University’s bookstore and the differences in pension liability
expected experience versus actual experience and changes in assumptions.
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COASTAL CAROLINA UNIVERSITY
Notes to the Financial Statements
For the Year Ended June 30, 2019

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Net Position: The University’s net position includes the following categories:

Investment in capital assets, net of related debt: Assets invested in capital assets, net of related
debt, represent the University’s total investment in capital assets, net of outstanding debt
obligations related to those capital assets. To the extent debt has been incurred but not yet
expended for capital assets, such amounts are included as a component of invested in capital assets,
net of related debt.

Restricted assets — expendable: Restricted expendable assets include resources which the
University is legally or contractually obligated to spend in accordance with restrictions imposed
by external third parties.

Restricted assets — nonexpendable: Nonexpendable restricted assets consist of endowment and
similar type funds for which donors or other outside sources have stipulated as a condition of the
gift instrument that the principal is to be maintained inviolate and in perpetuity and invested for
the purpose of producing present and future income which may either be expended or added to
principal.

Unrestricted assets: Unrestricted assets represent resources derived from student tuition and fees,
appropriations, and sales and services of educational departments and auxiliary enterprises. These
resources are used for transactions relating to the educational and general operations of the
University, as well as for repair and renovations to the physical plant, and may be used at the
discretion of the governing board to meet current expenses for any purpose.

The University policy for applying expenses that can use both restricted and unrestricted resources
is delegated to the departmental administrative level. General practice is to first apply the expense
to restricted resources, then to unrestricted resources.

Classification of Revenue and Expense: The University classifies its revenues and expenses as
either operating or non-operating. Operating revenues generally result from exchange transactions
arising from the University’s principal ongoing activity, which is the provision of higher education.
Operating revenues include: (1) student tuition and fees received in exchange for providing
educational services, housing and other related services to students; (2) receipts for scholarships where
the provider has identified the student recipients or eligibility criteria; (3) fees received from
organizations and individuals in exchange for miscellaneous goods and services provided by the
University; and (4) grants and contracts that are essentially the same as contracts for services that
finance programs the University would not otherwise undertake. In past years, higher education
institutions have treated Pell Grants as federal operating grants. In accordance with Question
7.72.10 of GASB’s Comprehensive Implementation Guide, the South Carolina Comptroller
General’s Office requires Pell Grant activity to be reported as non-operating revenues. Operating
expenses result from providing the goods and services exchanged for the respective revenues.
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

All revenues and expenses not meeting the definition of operating revenues are reported as non-
operating revenues and expenses. Such transactions generally arise from activities that have
characteristics of non-exchange transactions. Examples include gifts and contributions, government
appropriations, investment income, and any grants and contracts that are not classified as operating
revenue or that are restricted by the grantor to be used exclusively for capital purposes.

Scholarship Discounts and Allowances: Student tuition and fee revenues, and certain other
revenues from students, are reported net of scholarship discounts and allowances in the statement of
revenue, expenses and changes in net position. Scholarship discounts and allowances are the
difference between the stated charge for goods and services provided by the University and the
amount that is paid by students and/or third parties making payments on the students’ behalf. Certain
governmental grants, such as Pell Grants, and other federal, state or nongovernmental programs, are
recorded as either operating or non-operating revenues in the University’s financial statements. To
the extent that revenues from such programs are used to satisfy tuition and fees and other student
charges, the University has recorded a scholarship discount and allowance.

Sales and Services of Educational and Other Activities: Revenues from sales and services of
educational and other activities generally consist of amounts received from instructional,
laboratory, research and public service activities that incidentally create goods and services which
may be sold to students, faculty, staff and the general public. The University receives such
revenues primarily from grant-related activities, rental of University space, travel-study courses,
research and public service centers, and the physical education center.

Auxiliary Enterprises and Internal Service Activities: Auxiliary enterprise revenues primarily
represent revenues generated by housing, bookstore, vending/canteen and food service. Transactions
between the University and its auxiliary enterprises activities have been eliminated.
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Rebatable Arbitrage: Arbitrage involves the investment of proceeds from the sale of tax-exempt
securities in a taxable investment that yields a higher rate of return, resulting in income in excess of
interest costs. Federal law requires entities to rebate to the government such income on tax-exempt
debt if the yield from these earnings exceeds the effective yield on the related tax-exempt debt issued.
Sound fiscal management dictates that proceeds held for anticipated construction costs, for future debt
service or as bondholder-required reserves be invested in interest-earning securities, such as those
issued by the U.S. government. Tax provisions dealing with these investments are complex because
they must allow for legitimate temporary investment of funds, yet at the same time prevent arbitrage
abuse. To achieve this objective the federal government has produced a set of complex regulations.
In essence, the regulations consist of two types: arbitrage restriction and arbitrage rebates. For
arbitrage restrictions, issuers are permitted to invest both construction funds and reserve funds for
limited periods of time, e.g., 85 percent of the proceeds must be spent within three years. For arbitrage
rebates, all arbitrage earnings, with some exceptions (i.e., the proceeds are spent within six months or
75 percent of the proceeds are spent on construction within two years), must be remitted to the federal
government. Governments are exempt from the rebate requirement if they meet these investment
tests: if their bond proceeds are “available construction proceeds” or if they issue no more than $5
million in total of all such debt in a calendar year. For this purpose, tax-exempt indebtedness includes
bonds and installment purchases. Potential rebate liability must be calculated annually, and the actual
liability must be paid every five years or at maturity of the debt, whichever is earlier. An outside bond
consulting company calculates the total arbitrage obligation for a group of South Carolina state
agencies, one of which is Coastal Carolina University. No arbitrage obligation has been reported for
Coastal Carolina University as of June 30, 2017.

Income Taxes: The University, as a political subdivision of the State of South Carolina, is excluded
from federal income taxes under Section 115(1) of the Internal Revenue Code, as amended. The
Foundations are exempt from income tax under the provisions of Internal Revenue Code Section
501(c)(3). No provision for income taxes has been made.

Use of Estimates: The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the
reported amounts of assets, liabilities, revenues and expenditures and affect disclosure of
contingent assets and liabilities at the date of the financial statements. Actual results could differ
from those estimates.
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NOTE 2—-CASHAND CASH EQUIVALENTS, OTHER DEPOSITS AND INVESTMENTS

All deposits of the University are under the control of the state treasurer, who by state law has sole
authority for investing state funds.

The following schedule reconciles Deposits to the Statement of Net Position amounts:

STATEMENT OF NET POSITION

Cash and Cash Equivalents — Current $ 54,338,832
Cash and Cash Equivalents — Restricted

Debt Service 3,011,680

Capital Projects 49,143,113

Other 274,739

Cash and Cash Equivalents — Endowments 156,821

Investments 754,565

Total $ 107,679,750

DEPOSITS

Cash On Hand $ 23,072

Deposits Held by State Treasurer 106,902,113

Investments 754,565

Total $ 107,679,750

Cash On Hand: At June 30, 2019, the University had $23,072 of cash on hand in the form of petty
cash and change funds for operational needs.

Deposits Held by State Treasurer: State law requires full collateralization of all State Treasurer
bank balances; therefore, University deposits held by the State Treasurer totaling $106,902,113 as
of June 30, 2019 are fully collateralized. The state treasurer must correct any deficiencies in
collateral within seven days. Information pertaining to the reported amounts, fair values and credit
risk of the State Treasurer’s deposits are disclosed in the Comprehensive Annual Financial Report
of the State of South Carolina.

Deposits Held by State Treasurer: State law requires full collateralization of all State Treasurer
bank balances. The State Treasurer must correct any deficiencies in collateral within seven days.
At June 30, 2019, Coastal Carolina University had $23,072 cash on hand and $106,902,113 in
deposits held by the State Treasurer. Information pertaining to the reported amounts, fair values
and credit risk of the State Treasurer’s deposits are disclosed in the Comprehensive Annual
Financial Report of the State of South Carolina.

With respect to investments in the state’s internal cash management pool, all of the State
Treasurer’s investments are insured or registered, or are investments for which the securities are
held by the state or its agents in the state’s name. Information pertaining to the reported amounts,
fair values and credit risk of the State Treasurer’s deposits is disclosed in the Comprehensive
Annual Financial Report of the State of South Carolina.
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NOTE 2 - CASH AND CASH EQUIVALENTS, OTHER DEPOSITS AND
INVESTMENTS, continued

Investments: The University holds investments to pay benefits above the Section 415 limit under
section 415(m) of the Internal Revenue Code of 1986 (26 U.S.C.). Contributions to this
arrangement are made from the University. These contributions are invested separately by a
financial firm, Valic Financial Advisors, and may not be commingled with other funds of the
University.

Moreover, the University categorizes its fair value measurements within the fair value hierarchy
established by generally accepted accounting principles. The hierarchy is based on the valuation
inputs used to measure the fair value of the asset. Level 1 inputs are quoted prices in active markets
for identical assets; Level 2 inputs are significant other observable inputs; Level 3 inputs are
significant unobservable inputs.

All of the University investments are in mutual funds with readily determinable fair values in an

active markets and therefore are categorized as Level 1. At June 30, 2019, the fair value of
investments, which include unrealized appreciation, totaled $754,565.

NOTE 3- RESTRICTED ASSETS

The purposes and amounts of University restricted assets at June 30, 2019, are as follows:

CURRENT
Cash and Cash Equivalents
Satisfaction of Debt Covenants $ 3,011,680
Capital Projects 49,143,113
Total Restricted Current Assets 52,154,793
NONCURRENT
Cash and Cash Equivalents
Endowments 156,821
Federal Perkins Loan Program 274,739
Investments 754,565
Loans to Students, net of allowance 926,559
Total Restricted NonCurrent Assets $ 54,267,477
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NOTE 4 - ACCOUNTS RECEIVABLE

University current and noncurrent receivables for June 30, 2019, are as follows:

CURRENT ACCOUNTS RECEIVABLE
Student Accounts Receivable
Less Allowance for Uncollectible
Student Accounts Receivable, Net
Third Party Receivables
Federal Grants and Contracts Receivable
State Grants and Contracts Receivable
Other Grants and Contracts Receivable
Accrued Interest and Endowment Income Receivable
Other Receivables
Total Current Accounts and Pledges Receivables Net

CURRENT DUE FROM COMPONENT UNITS

Coastal Athletic Foundation Receivable

Coastal Educational Foundation Receivable

Student/Coastal Housing Foundation Receivable
Total Due from Component Units - Current

NONCURRENT ACCOUNTS RECEIVABLE
State Capital Appropriations Receivable
Third Party Receivables

NONCURRENT DUE FROM COMPONENT UNITS

Coastal Athletic Foundation Receivable

Coastal Education Foundation Receivable

Student/Coastal Housing Foundation Receivable
Total Due from Component Units - Noncurrent

$ 4,977,379

(3,834,761)

$ 1,142,618

RESTRICTED NONCURRENT ACCOUNTS RECEIVABLE

Loans to Students
Less Allowance for Uncollectibles
Loans to Students, Net

Allowances for uncollectible accounts receivable are established based upon actual
losses experienced in prior year and evaluations of the current account portfolio.
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$ 942,589

(16,030)

$ 926,559

$

1,142,618
477,198
781,403
102,121

2,343
662,477
2,021,254

5,189,414

1,374,931
417,704
489,508

2,282,143

3,000,000
2,698,487

5,698,487

2,560,871
238,000
970,000

3,768,871

926,559
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NOTE 5 - LOANS TO STUDENTS AND FEDERAL LIABILITY

Loans to students are comprised entirely of loans made through the Federal Perkins Loan Program
as of June 30, 2019. The Perkins Loan Program provides various repayment options and interest
rates; students have the right to repay the loan over periods up to and including 10 years depending
on the amount of the loan and the loan cancellation privileges the student decides to exercise.
These federal promissory notes generally do not expire. As the University determines that loans
are uncollectible, the loans are written off the books of the University. Depending on compliance
with specific loan regulations, these loans can be assigned to the United States Department of
Education. At June 30, 2019, the allowance for uncollectible student loans is valued at $16,030.
The funds contributed by the federal government are refundable in the event the University decides
to no longer participate in the program. With the expiration of the Perkins Loan Program in October
2017, the University is no longer permitted to disburse any additional loans. Moreover, the
University has recorded a noncurrent liability in the amount of $1,201,298, representing the federal
portion of the loan program at June 30, 2019.

NOTE 6 - CAPITAL ASSETS

Capital asset activity for the University for the year ending June 30, 2019, is summarized as
follows:

Beginning Ending
Balance CIP Balance
July 1,2018 Additions Retirements Adjustments Transfers June 30,2019
Capital Assets Not Being Depreciated:
Land 33,613,369 - - - 33,613,369
Construction in Progress 21,896,039 22,651,896 - - (8,073,958) 36,473,977
Total Capital Assets Not Being Depreciated 55,509,408 22,651,896 - - (8,073,958) 70,087,346
Capital Assets Being Depreciated:
Buildings and Improvements 492,254,718 - - - 7,900,785 500,155,503
Land Improvements 29,790,709 - - 173,173 29,963,882
Equipment 16,797,096 1,587,331 (514,847) - - 17,869,580
Vehicles 8,000,071 89,838 (54,627) - - 8,035,282
Capital Leases - 83,004 - - - 83,004
Total Capital Assets Being Depreciated 546,842,594 1,760,173 (569,474) - 8,073,958 556,107,251
Less Accumulated Depreciation For:
Buildings and Improvements (105,767,703) (13,799,554) - - - (119,567,257)
Land Improvements (10,948,901) (1,977,690) - - - (12,926,591)
Equipment (13,784,802) (1,521,896) 513,051 - - (14,793,647)
Vehicles (6,585,235) (703,889) 54,627 - - (7,234,497)
Capital Leases - (14,215) - - - (14,215)
Total Accumulated Depreciation (137,086,641) (18,017,244) 567,678 - - (154,536,207)
Capital Assets Being Depreciated, Net 409,755,953 (16,257,071) (1,796) - 8,073,958 401,571,044
Capital Assets, Net $ 465265361 $ 6,394,825 $ (1,796) $ - $ - $ 471,658,390
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NOTE 6 - CAPITAL ASSETS, Continued

Construction in Progress: Included in the balance of construction in progress as of June 30,
2019, are the Brooks Stadium complex, Ingle Residence Hall renovations and renovations to the
Williams-Brice Building. Several other renovation projects began close to year end and are also
included in the balance at June 30, 2019.

Completed Construction: The main construction project completed during the 2018-2019 fiscal
year was the renovation to the Smith Science Building. Several smaller projects were completed
as well, including the Early Childhood Education Center and miscellaneous renovation projects.

NOTE 7 - DEFERRED OUTFLOWS/INFLOWS OF RESOURCES

As noted in Note 1, the University implemented GASB Statement No. 63, Financial Reporting of
Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position in the financial
statements for the fiscal year ended June 30, 2013 and GASB Statement No. 65, Items Previously
Reported as Assets and Liabilities for the fiscal year ended June 30, 2014. These statements
introduced deferred outflows and inflows, defined them as a consumption of net assets by the
organization that is applicable to a future reporting period, incorporated them into the required
components of the residual measure, renamed that measure as net position rather than net assets,
and reclassified certain items that were previously reported as assets and liabilities as outflows and
inflows of resources.

The statement of net position will sometimes report a separate section for deferred outflows of
resources, in addition to assets. This separate financial statement element represents a
consumption of net position that applies to a future period(s) and so will not be recognized as an
outflow of resources until that time. For the year ended June 30, 2019, deferred outflows of
resources are $41,829,725, comprised of $24,597,986 of amortizing changes in retirement and
OPEB experience, $16,815,230 for 2019 pension and OPEB contributions net of the implicit
subsidy, and $416,509 for amortizing debt refunding.

In addition to liabilities, the statement of net position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element represents an acquisition
of net position that applies to a future period(s) and so will not be recognized as an inflow of
resources until that time. For the year ended June 30, 2019, deferred inflows of resources are
$13,961,210, comprised of $13,556,704 for amortizing changes in retirement and OPEB
experience, $344,506 of a NCAA voluntary non-exchange transaction, and $60,000 service
concession arrangement with its bookstore vendor.
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NOTE 8 - ENDOWMENTS

The University manages one permanent endowment with a fair value of $156,821. The
endowment is recorded in noncurrent assets, restricted cash. If a donor has not provided specific
instructions otherwise, Section 34-6-20 of the South Carolina Code of Laws, permits the Board
of Trustees to authorize for expenditure the net appreciation (realized and unrealized) over
historical dollar value of the endowment funds. Policies and procedures related to this endowed
professorship state that thirty (30) percent of the income generated by the Palmetto Professorship
endowment will be retained in the corpus. Seventy (70) percent of the income will be used to
support the teaching and research program of the Palmetto Professor. The University approved a
policy to authorize spending of investment income only at a budgeted amount of 5% of the most
recent June 30" fair value.

NOTE 9 - UNEARNED REVENUE

Unearned revenue for the University totaled $4,127,416 for the fiscal year. These monies were
collected in advance and not earned by June 30, 2019.

Unearned revenue includes tuition prepayments of $2,614,460, food service contract of $380,000,
housing prepayments of $557,996, grant and contract funds of $390,902, advance athletic ticket
sales of $92,391, unearned golf course merchandise and gift certificates payments of $39,467, and
other unearned revenue of $34,200.

A summary of unearned tuition revenue follows:

Summer | $ 1,603,450
Summer |1 95,502
Fall 398,556
Tuition deposits 516,952

Total tuition prepayments  $ 2,614,460
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NOTE 10 — LEASE OBLIGATIONS

Future minimum commitments for noncancelable operating leases having terms in excess of one
year as of June 30, 2019 are as follows:

Year Ending June 30 Operating Leases
2020 $ 159,578

2021 159,578

2022 159,578

2023 13,302

2024 3

2025-2029 15
2030-2034 11

Total minimum lease payments $ 492,065

The preceding payment schedule relates to the University’s noncancelable operating leases having
remaining terms of more than one year and expiring in various fiscal years from 2020-2034.
Certain operating leases provide for renewal options at their fair rental value at the end of their
lease term. In the normal course of business, operating leases are generally renewed or replaced
by other leases. Total real property operating lease payments were $1,087,130 for fiscal year 2019
and consist of classroom and office facilities, activity fields and a parking lot. In the current fiscal
year, the University incurred expenses of $349,070 for office copier contingent rentals on a cost
per copy basis.

Capital Leases

The future minimum capital lease obligations and the net present value of the minimum capital
lease payments are as follows:

Year Ending June 30 Capital Leases
2020 $ 18,344
2021 18,344
2022 18,344
2023 18,344
2024 2,636
Total minimum lease payments 76,012
Less amount representing interest (6,085)
Present value of minimum lease payments $ 69,927

Capital lease obligations consist of copier agreements payable in monthly installments ranging
from $113 to $419 with an imputed interest rate of 4 percent. The agreements expire between June
2023 and December 2023.
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NOTE 11 — BONDS PAYABLE

For the University, bonds payable consisted of the following at June 30, 2019:

Balance Interest Maturity Balance
at Inception Rates Dates 6/30/2019

Revenue Bonds
Series 2012 (Refunded 1999 Bonds) $ 6,147,000 2.1% 6/1/2026 $ 3,308,000
Series 2013 54,705,000 2.5% to 4.0% 6/1/2040 48,720,000
Series 2014 35,480,000 3.0% to 5.0% 6/1/2044 33,200,000
Series 2015 87,020,000 2.0% to 5.0% 6/1/2042 79,560,000
Series 2016 22,415,000 3.0% to 5.0% 6/1/2041 20,405,000
Series 2017 (Refinded 2006 Bonds) 6,766,591 2.3% 6/1/2026 5,383,970
Total Revenue Bonds $ 190,576,970

State Institution
General Obligation 2010A 54,000,000 2.5to0 5.0% 4/1/2030 34,220,000
General Obligation 2016E 10,025,000 5.0% 4/1/2027 8,145,000
Total State Institutional Bonds $ 42,365,000
Subtotal Bonds Payable $ 232,941,970
Plus Unamortized Bond Premium 5,877,731
Total Bonds Payable $ 238,819,701

Revenue bonds are payable from and secured by a pledge of net revenues derived by the University
from the operation of the facilities constructed with the bond proceeds and by a pledge of additional
funds. Income that does not secure the revenue bonds include those funds that are (i) otherwise
designated or restricted; (ii) derived from state appropriations; and (iii) tuition funds pledged to
the repayment of state institution bonds, if any. Certain bonds payable are callable at the option of
the University. The outstanding revenue bonds contain provisions requiring the University to make
timely payments of principal and interest as noted in the repayment schedule and produce, in net
revenues, at least 125 percent of the principal and interest requirements on the annual debt service.
In an event of default of either provision the bondholders may, by request of no less than 25 percent
of the principal amount of bonds outstanding, declare all outstanding principal and interest accrued
immediately due and payable.

State institution bonds are general obligation bonds backed by the full faith, credit and taxing
power of the state. The legal debt margin for general obligation bonds is that the maximum amount
of annual debt service shall not exceed 90 percent of the sums received from tuition and fees for
the preceding fiscal year. Tuition bonds fees for the preceding year were $6,642,535 which results
in a legal annual debt service limit at June 30, 2019, of $5,978,282.
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NOTE 11 — BONDS PAYABLE, Continued

For fiscal year 2019, tuition revenue is pledged in the amount of $445 per full-time in-state student,
$445 per full-time out-of-state student per semester and $15 per graduate credit hour to support
both revenue and state institution bonds. The total pledge for debt service amounted to $7,636,662,
of which $5,647,811 is pledged for institutional bond payments and $1,988,851 is pledged for
revenue bond payments. The total pledge for debt service is not available for any other purpose for
fiscal year 2019.

Total interest paid and charged to expense during the year is $8,239,236. No interest was
capitalized.

The scheduled maturities of the bonds payable by type are as follows:

Principal Interest Total
Revenue Bonds

2020 6,343,380 6,776,053 13,119,433
2021 6,599,185 6,521,916 13,121,101
2022 6,863,309 6,256,959 13,120,268
2023 7,154,323 5,974,392 13,128,715
2024 7,367,843 5,752,145 13,119,988
2025-2029 36,848,930 24,682,371 61,531,301
2030-2034 40,295,000 18,526,100 58,821,100
2035-2039 49,000,000 11,135,016 60,135,016
2040-2044 30,105,000 2,569,738 32,674,738
190,576,970 88,194,690 278,771,660

Principal Interest Total

General Obligation Bonds

2020 3,350,000 1,685,887 5,035,887
2021 3,495,000 1,543,488 5,038,488
2022 3,640,000 1,394,787 5,034,787
2023 3,805,000 1,239,838 5,044,838
2024 3,970,000 1,077,788 5,047,788
2025-2029 20,255,000 2,648,175 22,903,175
2030 3,850,000 96,250 3,946,250
42,365,000 $ 9,686,213 52,051,213
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NOTE 11 — BONDS PAYABLE, Continued

The purposes of all outstanding bond issues are listed below:

e State Institution Bond Series 2010A
I.  Construct an approximately 18,000 square foot addition to the Kimbel Library.
ii.  Construct an approximately 40,000 square foot annex to the Smith Science
Building.
iii.  Construct a new student recreation complex.

e State Institution Bond Series 2016E
i.  Refund a portion of the previously issued $8,750,000 State Institution Bond Series
2002D.
ii.  Refund a portion of the previously issued $11,300,000 State Institution Bond
Series 2006C.

e Revenue Auxiliary Bond 2012 Series
I.  Construction of Baxley Hall.
ii.  Construction of Hicks Dining Hall.
iii.  Expansion of student housing on main campus with Eaglin Hall,

e Higher Education Revenue Bond 2013 and 2014 Series
i.  Acquisition of land and construction of first phase of student housing facility (650
beds).
ii.  Construction of second phase of student housing facility (624 beds).

e Higher Education Revenue Bond 2015 Series
I.  Acquisition of existing student housing apartment facilities near the University
campus known as University Place (2,079 beds) from the CCU Student Housing
Foundation.

e Revenue Bond 2016 Series
I.  Renovation and expansion of Brooks Stadium to seat 20,700 fans.

e Higher Education Refunding Revenue Bond 2017 Series

i.  Advance refunding of a portion of the previously issued $13,175,000 Refunding
Revenue Bond Series 2006.
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NOTE 14 — PENSION PLANS, Continued

» PORS - To be eligible for PORS membership, an employee must be required by the terms of
his employment, by election or appointment, to preserve public order, protect life and
property, and detect crimes in the state; to prevent and control property destruction by fire;
or to serve as a peace officer employed by the Department of Corrections, the Department of
Juvenile Justice, or the Department of Mental Health. Probate judges and coroners may elect
membership in PORS. Magistrates are required to participate in PORS for service as a
magistrate. PORS members, other than magistrates and probate judges, must also earn at
least $2,000 per year and devote at least 1,600 hours per year to this work, unless exempted
by statute. An employee member of the system with an effective date of membership prior
toJuly 1, 2012, is a Class Two member. An employee member of the system with an effective
date of membership on or after July 1, 2012, is a Class Three member.

Benefits: Benefit terms are prescribed in Title 9 of the South Carolina Code of Laws. PEBA does
not have the authority to establish or amend benefit terms without a legislative change in the code
of laws. Key elements of the benefit calculation include the benefit multiplier, years of service, and
average final compensation/current annual salary. A brief summary of the benefit terms for each
system is presented below.

» SCRS - A Class Two member who has separated from service with at least five or more
years of earned service is eligible for a monthly pension at age 65 or with 28 years
credited service regardless of age. A member may elect early retirement with reduced
pension benefits payable at age 55 with 25 years of service credit. A Class Three member
who has separated from service with at least eight or more years of earned service is
eligible for a monthly pension upon satisfying the Rule of 90 requirement that the total
of the member’s age and the member’s creditable service equals at least 90 years. Both
Class Two and Class Three members are eligible to receive a reduced deferred annuity at
age 60 if they satisfy the five- or eight-year earned service requirement, respectively. An
incidental death benefit is also available to beneficiaries of active and retired members of
employers who participate in the death benefit program.

The annual retirement allowance of eligible retirees or their surviving annuitants is
increased by the lesser of one percent or five hundred dollars every July 1. Only those
annuitants in receipt of a benefit on July 1 of the preceding year are eligible to receive the
increase. Members who retire under the early retirement provisions at age 55 with 25
years of service are not eligible for the benefit adjustment until the second July 1 after
reaching age 60 or the second July 1 after the date they would have had 28 years of service
credit had they not retired.
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NOTE 14 — PENSION PLANS, Continued

« PORS - A Class Two member who has separated from service with at least five or more
years of earned service is eligible for a monthly pension at age 55 or with 25 years of
service regardless of age. A Class Three member who has separated from service with at
least eight or more years of earned service is eligible for a monthly pension at age 55 or
with 27 years of service regardless of age. Both Class Two and Class Three members are
eligible to receive a deferred annuity at age 55 with five or eight years of earned service,
respectively. An incidental death benefit is also available to beneficiaries of active and
retired members of employers who participate in the death benefit program. Accidental
death benefits are also provided upon the death of an active member working for a
covered employer whose death was a natural and proximate result of an injury incurred
while in the performance of duty.

The retirement allowance of eligible retirees or their surviving annuitants is increased by the lesser
of one percent or five hundred dollars every July 1. Only those annuitants in receipt of a benefit
on July 1 of the preceding year are eligible to receive the increase.

Contributions: Contributions are prescribed in Title 9 of the South Carolina Code of Laws. If the
scheduled employee and employer contributions provided in statute, or the rates last adopted by
the board, are insufficient to maintain the amortization period set in statute, the board shall increase
employee contributions rates as necessary.

After June 30, 2027, if the most recent annual actuarial valuation of the Systems for funding
purposes shows a ratio of the actuarial value of system assets to the actuarial accrued liability of
the system (the funded ratio) that is equal to or greater than eight-five percent, then the board,
effective on the following July first, may decrease the then current contribution rates upon making
a finding that the decrease will not result in a funded ratio of less than eight-five percent. If the
contribution rates are decreased pursuant to this provision, and the most recent annual actuarial
valuation of the system shows a funded ratio of less than eighty-five percent, then effective on the
following July first, and annually thereafter as necessary, the board shall increase the then current
contribution rates until a subsequent annual actuarial valuation of the system shows a funded ratio
that is equal to or greater than eighty-five percent.

The Retirement System Funding and Administration Act establishes a ceiling on employee
contribution rates at 9 percent and 9.75 percent for SCRS and PORS respectively. The employer
contribution rates will continue to increase annually by 1 percent through July 1, 2022. The
legislation’s ultimate scheduled employer rate is 18.56 percent for SCRS and 21.24 percent for
PORS. The amortization period is scheduled to be reduced one year for each of the next 10 years
to a twenty year amortization period.
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COASTAL CAROLINA UNIVERSITY
Notes to the Financial Statements
For the Year Ended June 30, 2019

NOTE 14 — PENSION PLANS, Continued

Required employee contribution rates® are as follows:

Fiscal Year 2019" Fiscal Year 2018

SCRS

Employee Class Two 9.00% 9.00%
Employee Class Three 9.00% 9.00%
State ORP

Employee 9.00% 9.00%
PORS

Employee Class Two 9.75% 9.75%
Employee Class Three 9.75% 9.75%

Required employer contribution rates* are as follows:
Fiscal Year 2019' Fiscal Year 2018

SCRS

Employer Class Two 14.41% 13.41%
Employer Class Three 14.41% 13.41%
Employer Incidental Death Benefit 0.15% 0.15%
State ORP

Employer Contribution? 14.41% 13.41%
Employer Incidental Death Benefit 0.15% 0.15%
PORS

Employer Class Two 16.84% 15.84%
Employer Class Three 16.84% 15.84%
Employer Incidental Death Benefit 0.20% 0.20%
Employer Accidental Death Program 0.20% 0.20%

L Calculated on earnable compensation as defined in Title 9 of the South Carolina Code of Laws.
2 Of this employer contribution, 5% of earnable compensation must be remitted by the employer directly to the ORP vendor
to be allocated to the member’s account with the remainder of the employer contribution remitted to the SCRS.

For the measurement period ending June 30, 2018, the State made a non-employer contribution
directly to SCRS and PORS. The appropriated funds have been determined not to qualify as a
Special Funding situation under GASB 68 for financial reporting purposes. The participating
employers will receive a proportionate share of the Net Pension Liability and Pension Expense
determined in accordance with paragraph 48 of GASB 68. In accordance to paragraph 58 of GASB
68, the participating employers will recognize a revenue equal to their credited share of the State’s
appropriation. For the year ended June 30, 2019, the University recognized non-employer
contributions of $843,730 in Non-operating Revenues, State Appropriations on the Statement of
Revenues, Expenses and Changes in Net Position.
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COASTAL CAROLINA UNIVERSITY
Summary Schedule of Prior Audit Findings
June 30, 2019

Findings Relating to the Financial Statements:
There were no findings relating to the financial statements.
Findings and Questioned Costs Relating to Federal Awards:

There were no findings or questioned costs related to federal awards.
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Coastal Carolina University
Schedule of Findings and Questioned Costs, Continued
June 30, 2019

Summary of Auditor’s Results: continued

Findings Relating to the Financial Statements:
There were no findings relating to the financial statements.
Findings and Questioned Costs Relating to Federal Awards:

There were no findings or questioned costs related to federal awards.
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